
351

Commodity Credit Corporation, USDA § 1422.7

(2) The warehouseman may apply
against the total amount of bond cov-
erage required the amount of a surety
bond which is furnished under State
law or under operational rules of non-
governmental supervisory bodies and
which is determined by the Director,
Producer Associations Division, to pro-
tect adequately the interest of CCC.

(b) Cash, negotiable securities, and
legal liability insurance policies may
be accepted in lieu of the equivalent
amount of required bond coverage
under the following conditions:

(1) CCC will determine the accept-
ability of and valuation to be placed on
any cash or negotiable securities of-
fered in substitution for bond coverage.
When the period for which the bond
was required has ended and it is deter-
mined that all liability under the stor-
age agreement with CCC has termi-
nated, the cash or securities will be re-
turned to the warehouseman.

(2) Legal liability insurance policies
offered in substitution for bond cov-
erage must show CCC as the insured
and be approved by the Director, Pro-
ducer Associations Division.

(c) Notwithstanding any other provi-
sions of this subpart, CCC may require
additional bond coverage if in the light
of all the circumstances relating to the
operation of the warehouse, CCC deter-
mines that the amount of bond cov-
erage required under paragraph (a)(1) of
this section is not sufficient to protect
adequately the interests of CCC.

§ 1422.5 Inspection of warehouses.
Except in the case of a warehouse li-

censed under the U.S. Warehouse Act
for the storage and handling of pea-
nuts, prior to the time CCC approves a
warehouse for the storage and handling
of peanuts CCC will have the ware-
house examined and will take such
other action as it considers necessary
to determine whether the requirements
of § 1422.2 have been met. The ware-
house examiner will make rec-
ommendations regarding the approval
or disapproval of the warehouse.

§ 1422.6 Exceptions.
Notwithstanding any other provision

of this subpart:
(a) Warehousemen licensed under the

U.S. Warehouse Act for the storage and

handling of peanuts will not be re-
quired to furnish performance bonds or
financial statements in order to be ap-
proved by CCC, and their warehouses
will not be subject to regular examina-
tions other than those required by that
Act, but will be subject to such special
examinations as CCC may determine
are necessary. All other requirements
of this subpart shall, unless otherwise
provided, be met by such warehouse-
men seeking approval under this sub-
part.

(b) CCC will accept a Certificate of
Competency issued by the Small Busi-
ness Administration with respect to a
warehouseman as establishing con-
formance by the warehouseman with
the standards prescribed in
§ 1422.2(a)(1), (2), (4), and (5); (b)(1); and
(d)(1), (2), (3), and (4).

(c) CCC may approve a warehouse-
man who meets the standard set forth
in paragraph (a)(4) of § 1422.2 but who
fails, or whose warehouse fails to meet
one or more of the other standards of
that section, if (1) CCC determines that
the storage and handling conditions
within the warehouse provide satisfac-
tory protection for peanuts, (2) CCC de-
termines that the services of the ware-
houseman are required, and (3) the
warehouseman furnishes additional
bond coverage (or acceptable sub-
stitute security) which is in an amount
equal to at least twice the amount of
the bond requirement under
§ 1422.4(a)(1) and which meets the other
requirements of § 1422.4.

§ 1422.7 Basis for approval or dis-
approval.

A review and an analysis will be
made of the information disclosed by
the warehouseman’s application, ware-
house examiner’s report and rec-
ommendation, financial statement,
credit reports, and other pertinent in-
formation available from other
sources. If, on the basis of this review
and analysis, it is determined that the
warehouseman and the warehouse con-
form with the standards and other re-
quirements set out in this subpart, the
warehouse will be approved. If it is de-
termined that the warehouseman fails
to meet the standard set forth in
§§ 1422.2(a)(4) and 1422.8, the warehouse
will not be approved. If it is determined
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that one or more of the other standards
of § 1422.2 are not met, the applicant
may be approved as provided in
§ 1422.6(c).

§ 1422.8 Other conditions for dis-
approval.

Applications shall not be approved
(or existing approval continued in ef-
fect) if:

(a) The warehouseman (if license is
required) is in violation of any provi-
sions of the regulations of the licensing
authority, or if any condition which
has resulted or may result in the re-
fusal, suspension, or revocation of the
applicable warehouse license has not
been corrected. Correction of any such
condition shall not result in automatic
approval of the warehouse and CCC
may require the submission of a new
application, such additional informa-
tion as it deems pertinent, and a new
inspection of the warehouse to deter-
mine whether it meets the require-
ments of this subpart.

(b) The warehouseman operating the
warehouse for which approval is being
sought, or any of the directors, respon-
sible officers and employees thereof are
suspended or debarred from contract-
ing pursuant to regulations of CCC.

§ 1422.9 Approval of warehouse and
duration of approval.

(a) After a warehouse has been ap-
proved and the applicable storage con-
tract has been signed by CCC, a copy of
such contract will be forwarded to the
warehouseman by CCC. The warehouse
will then be eligible to store and han-
dle CCC-owned and loan peanuts.

(b) The financial condition of, and
the amount of bond or substitute secu-
rity furnished by, approved warehouse-
men will be reviewed from time to time
to determine that the requirements of
CCC are being met and the warehouse-
man shall furnish any additional bond
coverage or substitute security which
may be determined by CCC to be re-
quired under the provisions of this sub-
part. The warehouse will be reexam-
ined from time to time to determine
its continued compliance with the
standards and requirements of this sub-
part. If at any time it is determined
that a warehouseman or the warehouse
does not conform with the standards

and other requirements set out in this
subpart, CCC shall take such appro-
priate action as may be necessary to
protect the interests of CCC.

(c) Approval of the warehouse will re-
main in effect until the warehouse is
removed from the list of approved
warehouses, the storage contract is
terminated, or the warehouseman is
suspended or debarred from contract-
ing with CCC under applicable regula-
tions.

§ 1422.10 Waiver of requirements.

If warehousing services required in
fulfilling responsibilities under CCC’s
programs cannot be secured under the
provisions of this subpart and no rea-
sonable and economical alternative is
available, CCC may exempt the appli-
cant from one or more of the provisions
of this subpart and may establish other
requirements in lieu thereof as deter-
mined necessary to safeguard the inter-
ests of CCC. Such action may be taken
only by the Executive Vice President,
Commodity Credit Corporation.

PART 1423—PROCESSED
AGRICULTURAL COMMODITIES

Subpart—Standards for Approval of Dry
and Cold Storage Warehouses for
Processed Agricultural Commodities,
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